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EXECUTIVE SUMMARY
KEATON DEVELOPMENT COMPANY

DOCKET NO. W-02169A-07-0098

On February 13, 2007, Keaton Development Company ("KDC" or "Company") filed an
application with the Arizona Corporation Commission ("ACC" or "Commission") for an
extension of its Certificate of Convenience and Necessity ("CC&N") to provide water service in
La Paz County, Arizona. On September 28, 2007, Staff filed a Sufficiency Letter indicating that
the application had met the sufficiency requirements of the Arizona Administrative Code
("A.A.C.").

By this  applica tion, KDC is  seeking Commiss ion authority to add approxima te ly 62 acres
to the  Company's  exis ting ce rtifica ted a rea  of approxima te ly three  squa re  mile s . The  reques ted
a re a  cons is ts  of two de ve lopme nts , na me ly: S unshine  Acre s  a nd S a lome  He ights . The  two
deve lopments  a re  contiguous  and a re  owned by Dan and Mary Lou Cox. 1 Sunshine  Acres  is  a
37-a cre  pa rce l, cons is ts  of 37 lots , a nd is  loca te d north of S a lome  He ight. While , S a lome
He ights  is  a  25-acre  pa rce l and cons is ts  of 29 lots . Altoge the r, the se  deve lopments  will have  a
tota l of a pproxima te ly 66 re s ide ntia l units . The  de ve lopme nts  a re  loca te d a pproxima te ly one -
ha lf mile  eas t of the  Company's  exis ting ce rtifica ted a rea .

Ba se d on S ta ffs  re vie w a nd a na lys is  of the  a pplica tion, S ta ff be lie ve s  the  e xis ting a nd
proposed water systems have  adequate  well production and storage  capacity to serve  the  existing
and proposed development with 66 residentia l units .

S ta ff recommends  the  Commiss ion deny KDC's  applica tion for extens ion of its  CC&N to
provide  wa te r s e rvice  within portions  of La  P a z County, Arizona . The  Compa ny is  out of
complia nce  with the  rule s  a nd re gula tions  of Arizona  De pa rtme nt of Environme nta l Qua lity
("ADEQ") re ga rding monitoring a nd re porting. S ta ff be lie ve s  it is  not in the  public inte re s t to
gra nt the  re lie f re que s te d until KDC is  in complia nce  with ADEQ. The  Compa ny s hould file  a
new applica tion once  it is  in compliance  with ADEQ.

Howe ve r, S ta ff will re cons ide r its  re comme nda tion if, by the  da te  of the  he a ring in this
ma tte r, KDC file s  ADEQ documenta tion demons tra ting tha t its  wa te r sys tem, PWS #15-029, is
de live ring wa te r tha t me e ts  the  wa te r qua lity s ta nda rds  re quire d by Arizona  Adminis tra tive
Code , Title  18, Chapte r 4.

In the  a lte ra tive , should the  Commiss ion decide  to grant KDC's  reques t for extens ion of
its  CC&N, S ta ff re comme nds  a n Orde r P re limina ry to the  is s ua nce  of a  CC&N, s ubje ct to
compliance  with the  following conditions  :

1. That KDC be  required to charge  its  authorized ra tes  and charges in the  extension area .

1 Dan and Mary Lou Cox reques ted water service for their two subdivis ions  Hom the Company.



2. Tha t KDC be  re quire d  to  file  with  Docke t Contro l, a s  a  complia nce  ite m in  th is
docket, a  copy of the  franchise  agreement from La Paz County for the  requested area ,
within 3 yea rs  of the  decis ion granting the  Order Pre liminary.

3 . Tha t KDC be  re quire d  to  file  with  Docke t Contro l, a s  a  complia nce  ite m in  th is
docke t, a  copy of the  Approva l to Cons truct for Sunshine  Acres  and Sa lome  He ights
s ubdivis ions  within 3 ye a rs  of the  e ffe ctive  da te  of the  orde r gra nting the  Orde r
P re limina ry.

Tha t KDC be  re quire d to  file  with  Docke t Control, a s  a  complia nce  ite m in  th is
docke t,  a  copy o f the  Ana lys is  o f Ade qua te  Wa te r S upp ly from the  Arizona
De pa rtme n t o f Wa te r Re s ource s  ("ADWR") de mons tra ting  the  a va ila b ility o f
adequa te  wa te r for Sunshine  Acres  and Sa lome  He ights  subdivis ions , within 3 yea rs
of the  e ffective  da te  of the  decis ion granting the  Order Pre liminary.

5. Tha t a fte r KDC complie s  with the  above  requirements  2, 3, and 4, KDC sha ll make  a
filing s ta ting s o. With in  60  da ys  of th is  filing , S ta ff s ha ll tile  a  re s pons e . The
Commis s ion s hould  s che dule  th is  ite m for a  vote  to  gra nt a  CC&N a s  s oon a s
poss ible , a fte r S ta ff's  filing tha t confirms  KDC's  compliance  with items  2, 3, and 4.

Sta ff further recommends:

Tha t KDC be  re quire d to file  a  curta ilme nt ta riff within 45 da ys  of the  e ffe ctive  da te
of the  Comlnis s ion 's  De cis ion  in  th is  ca s e . The  ta riff s ha ll be  docke te d  a s  a
complia nce  ite m unde r this  docke t numbe r for the  re vie w a nd ce rtifica tion of S ta ff.
S ta ff furthe r re comme nds  tha t the  ta riff sha ll ge ne ra lly conform to the  sa mple  ta riff
found on the Conuniss ion's website a t www.a zcc.gov/divis ions /util/forms /
Curta iime nt-s td.pdf S ta ff re cognize s  tha t the  Compa ny ma y ne e d to ma ke  minor
mo d ifica tio n s  to  th e  s a mp le  ta riff a cco rd in g  to  th e ir s p e c ific  ma n a g e me n t,
operational, and design requirements as necessary and appropriate .

4.

2. Tha t KDC be  re quire d  to  file  with  Docke t Contro l, a s  a  complia nce  ite m in  th is
docke t, docume nta tion showing tha t the  Compa ny's  wa te r qua lity is  in complia nce
with ADEQ rules , within 6 months  of the  e ffective  da te  of the  decis ion in this  case .

1 .
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In tro d u c tio n

On Fe brua ry 13, 2007, Ke a ton De ve lopme nt Compa ny ("KDC" or "Compa ny") file d a n
a pp lica tion  with  the  Arizona  Corpora tion  Commis s ion  ("ACC" o r "Commis s ion") fo r a n
extens ion of its  Ce rtifica te  of Convenience  and Necess ity ("CC&N") to provide  wa te r se rvice  in
La  Paz County, Arizona .

On Ma rch 9 , 2007, the  ACC Utilitie s  Divis ion ("S ta ff') file d  a n Ins ufficie ncy Le tte r,
indica ting tha t the  Compa ny's  a pplica tion did not me e t Me  sufficie ncy re quire me nts  of Arizona
Adminis tra tive  Code  ("A.A.C.") R14-2-402(C). A copy of the  Ins ufficie ncy Le tte r wa s  s e nt to
the  Company via  U.S  mail. In the  Le tte r, S ta ff lis ted the  de ficiencies  tha t needed to be  cured for
adminis tra tive  purposes .

On April 30, 2007, and June  22, 2007, the  Company provided additiona l documenta tion
to support its  re lie f requested.

On September 28, 2007, S ta ff file d a  S ufficie ncy Le tte r indica ting tha t the  a pplica tion
had met the  sufficiency requirements  of the  A.A.C.

Background

Ke a ton De ve lopme nt Compa ny is  a n Arizona  Corpora tion, in good s ta nding with the
Commiss ion's  Corpora tion Divis ion, a uthorize d to provide  wa te r utility s e rvice s  in the  Town of
Sa lome , La  Pa z County, Arizona  pursua nt to a uthority gra nte d by the  Commiss ion in De cis ion
Nos . 41705 (Nove mbe r 12, 1971), a nd 62729 (J une  30, 2000). KDC provide s  s e rvice  to
approximate ly 475 customers .

According to Corpora tion Divis ion's  re cord, KDC wa s  incorpora te d on April 26, 1971.
On March 4, 2003, Mr. William Scott bought a ll the  outs tanding sha re s  of common s tock of the
Company. 2 Mr. Scott is  the  only shareholder of KDC and the  President of the  Company.

According to the  Company's  Annua l Report for the  yea r ending December 31, 2006, the
Company is  se rving approximate ly 475 customers . The  Company reported an annua l revenue  of
$l62,530, e xpe nse s  of $140,122, a nd a  ne t profit of $18,680. KDC re porte d $38,881 in long-
term debt as being outstanding.

By this  applica tion, KDC is  seeking Commiss ion authority to add approximate ly 62 acres
to the  Company's  exis ting ce rtifica ted a rea  of approxima te ly three  squa re  mile s . The  reques ted
a re a  cons is ts  of two de ve lopme nts , na me ly: S unshine  Acre s  a nd S a lome  He ights . The  two
deve lopments  a re  contiguous  and a re  owned by Dan and Mary Lou Cox. 3 Sunshine  Acres  is  a
37-a cre  pa rce l, cons is ts  of 37 lots , a nd is  loca te d north of S a lome  He ight. While , S a lome

2 See Findings  Of Fact No. 3, Decis ion No. 67584.
3 Dan and Mary Lou Cox reques ted water service for their two subdivis ions  from the Company.
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Heights is a 25-acre parcel and consists of 29 lots. Altogether, these developments will have a
total of approximately 66 residential units. The developments are located approximately one-
half mile east of the Company's certificated area.

The Water System

KDC ha s  two a ctive  we lls  producing a pproxima te ly 760 ga llons  pe r minute  ("GP M"),
one  ina ctive  we ll producing a pproxima te ly 383 GP M (which will be  put in s e rvice  to s e rve  the
expansion a rea ), three  s torage  tanks  (a  20,000 ga llon tank, and two 14,000 ga llon tanks), and a
dis tribution sys tem se rving 475 connections . S ta ff concludes  tha t the  exis ting wa te r sys tem has
adequate  well production and storage  capacity.

The developer will install the transmission facilities interconnecting the new subdivisions
to the existing water system. Staff concludes that the proposed water system will have adequate
infrastructure to serve the proposed development with 66 residential units.

The Company submitted the following estimated plant-in-service amounts for the new
developments, and the developer will pay for these water facilities by advances in aid of
construction through line extension agreements.

Sunshine Acres Salome Heights

TRENCH EXCAVATION & BACKFILL: $9,90138;
WATER DISTRIBUTION & TRANSMISSION LINE: $140,698.62

32,950.00
72,305

TOTAL: $159,380 105,255

S ta ff ha s  re vie we d the  propose d pla nt-in-s e rvice  a nd found the  pla nt fa cilitie s  a nd cos t to
be  re a s ona ble  a nd a ppropria te . Howe ve r, a pprova l of this  CC&N e xte ns ion a pplica tion doe s  not
im ply a ny pa rtic u la r fu tu re  tre a tm e n t fo r de te rm in ing  the  ra te  ba s e . No  "u s e d  a n d  u s e fu l"
de te rmina tion of the  propos e d pla nt-in-s e rvice  wa s  ma de , a nd no conclus ions  s hould be  infe rre d
for ra te  ma king or ra te  ba se  purpose s  in the  future .

The  Arizona  Depa rtment of Environmenta l Qua lity's  Ce rtifica te  of Approva l to Cons truct
("ATC") for the  fa cilitie s  ne e de d to s e rve  the  re que s te d a re a  ha s  not be e n s ubmitte d by the
Company. There fore , S ta ff recommends tha t if the  Commiss ion grants  the  CC&N extension, the
Compa ny file  with Docke t Control, a s  a  complia nce  ite m in this  docke t, a  copy of the  ATCs  for
Sunshine  Acres  and Salome Heights  subdivis ions within 3 years  of the  e ffective  da te  of the  order
in this  proceeding.

Arizona Department of Environmental Quality ("ADEQ") Compliance

ADEQ re gula te s  the  Colnpa ny's  Wa te r S ys te m unde r ADEQ P ublic Wa te r S ys te m
("PWS") #15-029. The  ADEQ da ta  base  does  not show tha t the  required 2005 and 2006 annua l
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Dis infe ction Byproducts  a na lys is  ha ve  be e n done  for Ke a ton's  Wa te r S ys te m. The  Wa te r
Sys tem has  one  trea tment plant and is  required to provide  one  Tota l Triha lomethanes  ("TTHM")
and one  Ha loace tic Acids  ("HAA5") ana lyses  pe r yea r but has  only provided one  HAA5 ana lys is
for 2005 a nd none  for 2006. The re fore , ADEQ ca nnot de te rmine  if this  s ys te m is  curre ntly
de live ring wa te r tha t me e ts  wa te r qua lity s ta nda rds  re quire d by Arizona  Adminis tra tive  Code ,
Title  18, and Chapter 4. (ADEQ report da ted September 20, 2007).

S ta ff re comme nds  de nia l o f the  Ke a ton 's  CC&N e xte ns ion  a pplica tion  until S ta ff
rece ives  notice  tha t the  Company's  Wate r System is  in tota l compliance  with ADEQ regula tions .

Arizona Department of Water Resources ("ADWR") Compliance

KDC is  not loca te d in a ny ADWR Active  Ma na ge me nt Are a  ("AMA") a nd not subj e t to
.AMA reporting and conserva tion requirements .

S ta ff re comme nds  tha t the  Compa ny be  re quire d to  file  with  Docke t Control, a s  a
complia nce  ite m in this  docke t, a  copy of the  Ana lys is  of Ade qua te  Wa te r Supply from ADWR
de mons tra ting the  a va ila bility of a de qua te  wa te r for S uns hine  Acre s  a nd S a lome  He ights
subdivis ions, within 3 years  of the  e ffective  da te  of the  order issued pursuant to this  applica tion.

ACC Compliance

According to the  Utilitie s  Divis ion Complia nce  S e ction, KDC ha s  no outs ta nding ACC
compliance  issues.

Ars enic

The  U.S . Environme nta l P rote ction Age ncy ("EPA") ha s  re duce d the  a rse nic ma ximum
conta mina nt le ve l ("MCL") in drinking wa te r from 50 microgra ms  pe r lite r ("l,Lg/l") or pa rts  pe r
billion ("ppb") to 10 pg/1. KDC re porte d the  a rs e nic conce ntra tions  a re  5.0 pg/l in its  e xis ting
wells . Based on these  a rsenic concentra tions , the  exis ting sys tem is  in compliance  with the  new
a rse nic MCL.

Cu rta ilme n t P la n  Ta riff

The  Compa ny doe s  not ha ve  a  Curta ilme nt P la n Ta riff. The re fore , S ta ff re comme nds
th a t th e  Co mp a n y file  a  cu rta ilme n t ta riff with in  4 5  d a ys  o f th e  e ffe c tive  d a te  o f th e
Commiss ion's  De cis ion in this  ma tte r. The  ta riff sha ll be  docke te d a s  a  complia nce  ite m unde r
this  docke t numbe r for the  re vie w a nd ce rtifica tion of S ta ff. S ta ff furthe r re comme nds  tha t the
ta riff s ha ll ge ne ra lly conform to  the  s a mple  ta riff found on the  Commis s ion 's  we bs ite  a t
www.a zcc.gov/divis ions /util/forms /Curta ilme nt-s td.pdf. S ta ff recognizes  tha t the  Company may
ne e d to ma ke  minor modifica tions  to the  sa mple  ta riff a ccording to the ir spe cific ma na ge me nt,
operational, and design requirements as necessary and appropriate .
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Propos ed Rates

KDC will provide  wa te r s e rvice  to the  e xte ns ion a re a  unde r its  a uthorize d ra te s  a nd
charges.

Franchis e

Eve ry a pp lica n t fo r a  CC&N a nd/or CC&N e xte ns ion  is  re qu ire d  to  s ubmit to  the
Commission evidence  showing tha t the  applicant has  rece ived the  required consent, franchise  or
pe rmit from the  prope r a uthority. If the  a pplica nt ope ra te s  in a n unincorpora te d a re a , the
compa ny ha s  to  ob ta in  the  fra nchis e  from the  County. If the  a pp lica n t ope ra te s  in  a n
incorpora ted a rea  of the  County, the  applicant has  to obta in the  franchise  from the  City/Town.

S ta ff re comme nds  tha t KDC be  re quire d to file  with Docke t Control, a s  a  complia nce
item in this  docket, a  copy of the  franchise  agreement from La Paz County for the  requested area ,
within 3 yea rs  of the  decis ion in this  ma tte r.

Recommendations

Sta ff recommends  the  Commiss ion deny KDC's  applica tion for extens ion of its  CC&N to
provide  wa te r s e rvice  within portions  of La  P a z County, Arizona . The  Compa ny is  out of
complia nce  with the  rule s  a nd re gula tions  of ADEQ re ga rding monitoring a nd re porting. S ta ff
be lie ve s  it is  not in the  public inte re s t to gra nt the  re lie f re que s te d until KDC is  in complia nce
with ADEQ.

Howe ve r, S ta ff will re cons ide r its  re comme nda tion it, by the  da te  of the  he a ring in this
ma tte r, KDC file s  ADEQ documenta tion demons tra ting tha t its  wa te r sys tem, PWS #15-029, is
de live ring wa te r tha t me e ts  the  wa te r qua lity s ta nda rds  re quire d by Arizona  Adminis tra tive
Code , Title  18, Chapte r 4.

In the  a lte rna tive , should the  Commiss ion decide  to grant KDC's  reques t for extens ion of
its  CC&N, S ta ff re comme nds  a n Orde r P re limina ry to the  is s ua nce  of a  CC&N, s ubje ct to
complia nce  with the  following conditions :

1. That KDC be  required to charge  its  authorized ra tes  and charges in the  extension area .

2 . Tha t KDC be  re quire d  to  file  with  Docke t Contro l, a s  a  complia nce  ite m in  th is
docket, a  copy of the  franchise  agreement from La Paz County for the  requested area ,
within 3 yea rs  of the  decis ion granting the  Order Pre liminary.

3 . Tha t KDC be  re quire d  to  tile  with  Docke t Contro l, a s  a  complia nce  ite m in  th is
docke t, a  copy of the  Approva l to Cons truct for Sunshine  Acres  and Sa lome  He ights
s ubdivis ions  within 3 ye a rs  of the  e ffe ctive  da te  of the  orde r gra nting the  Orde r
P re limina ry.
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4 . Tha t KDC be  re quire d  to  file  with  Docke t Contro l, a s  a  complia nce  ite m in  th is
docke t, a  copy of the  Ana lys is  of Ade qua te  Wa te r Supply from Arizona  De pa rtme nt
of Wa te r Re source s  ("ADWR") de mons tra ting the  a va ila bility of a de qua te  wa te r for
Sunshine  Acres  and Sa lome Heights  subdivis ions , within 3 years  of the  e ffective  da te
of the  decis ion granting the  Order Pre limina ry.

5. Tha t a fte r KDC complie s  with the  a bove  re quire me nts  2, 3, a nd 4, KDC sha ll ma ke  a
filing s ta ting s o. Within  60 da ys  of th is  tiling, S ta ff s ha ll tile  a  re s pons e . The
Commis s ion s hould  s che dule  th is  ite m for a  vote  to  gra nt a  CC&N a s  s oon a s
poss ible , a fte r S ta ffs  filing tha t confirms  KDC's  compliance  with items  2, 3, and 4.

Staff further recommends :

Tha t KDC be  re quire d to file  a  curta ilme nt ta riff within 45 da ys  of the  e ffe ctive  da te
of the  Commis s ion 's  De cis ion  in  th is  ca s e . The  ta riff s ha ll be  docke te d  a s  a
complia nce  ite m unde r this  docke t numbe r for the  re vie w a nd ce rtifica tion of S ta ff.
S ta ff furthe r re comme nds  tha t the  ta riff sha ll ge ne ra lly conform to the  sa mple  ta riff
found on the Commiss ion's website a t www.a zcc.gov/divis ions /util/forms /
Curta ilme nt-s td.pdf. S ta ff re cognize s  tha t the  Compa ny ma y ne e d to ma ke  minor
mo d ifica tio n s  to  th e  s a mp le  ta riff a cco rd in g  to  th e ir s p e c ific  ma n a g e me n t,
operational, and design requirements as necessary and appropriate .

2 . Tha t KDC be  re quire d  to  tile  with  Docke t Contro l, a s  a  complia nce  ite m in  th is
docke t, docume nta tion showing tha t the  Colnpa ny's  wa te r qua lity is  in complia nce
with ADEQ rules , within 6 months  of the  e ffective  da te  of the  decis ion in this  case .

1 .
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Kea ton Deve lopment Company, Inc.
Docke t No. W-02169A-07-0098 (CC&N Exte ns ion)

Introduction

Kea ton Deve lopment Company, Inc. ("Kea ton" or the  "Company") ha s  filed an applica tion for a
Ce rtifica te  of Conve nie nce  a nd Ne ce ss ity ("CC&N") e xte ns ion. The  Compa ny is  loca te d in the
Town of S a lome  in La  P a z County, Arizona . The  Compa ny's  e xis ting C C &N ha s  a n a re a
tota ling approximate ly 3 square  miles .

The  Compa ny is  pla nning to de ve lop a n a pproxima te ly 37-a cre  pa rce l ("S uns hine  Acre s , 37
lots ") a nd a n a pproxima te ly 25-a cre  pa rce l ("S a lome  He ights , 29 lots "). The se  de ve lopme nts
will ha ve  a  tota l of a pproxima te ly 66 re s ide ntia l units . The  de ve lopme nt is  a bout one -ha lf mile
eas t of the  Company's  exis ting CC&N.

Existing Water System Description

The  fa cility cons is ts  of thre e  we lls , two a ctive  we lls  producing a pproxima te ly 760 ga llons  pe r
minute  ("GP M") a nd one  ina ctive  we ll ca pa ble  of producing a pproxima te ly 383 GP M. The
system a lso has  three  s torage  tanks  (20,000 ga llons , and two 14,000 ga llons), and a  dis tribution
system serving 475 connections.

Capac ity of Exis ting Sys tem

The existing water system has adequate  well production and storage capacity.

Proposed Water System

The  deve lope r will ins ta ll the  transmiss ion facilitie s  inte rconnecting the  new subdivis ions  to the
exis ting wate r system.

RE:

S ta ff conclude s  tha t the  propose d wa te r sys te m will ha ve  a de qua te  infra s tructure  to se rve  the
proposed deve lopment with 66 res identia l units .
Cos t Ana lys is
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Cos t Ana lys is

The  Compa ny s ubmitte d  the  fo llowing  e s tima te d  p la n t-in -s e rvice  a mounts  fo r the  ne w
developments , and the  deve loper will pay for these  water facilities  by line  extension agreements .

Sunshine  Acres Salome Heights

TRENCH EXCAVATION & BACKFILL: $9,90138;
WATER DIS TRIBUTION & TRANS MIS S ION LINE: $140,698.62

32,950.00
72,305

TO TAL: $159,380 105,255

S ta ff ha s  re vie we d the  propose d pla nt-in-se rvice  a nd found the  pla nt fa cilitie s  a nd cos t to be
re a sona ble  a nd a ppropria te . Howe ve r, a pprova l of this  CC&N e xte ns ion a pplica tion doe s  not
imply a ny pa rticula r future  tre a tme nt for de te rmining the  ra te  ba s e . No "us e d a nd us e ful"
de te rmina tion of the  proposed plant-in-se rvice  was  made , and no conclusions  should be  infe rred
for ra te  making or ra te  base  purposes in the  iiuture .

Arizona Department of Environmental Quality ("ADEQ") Compliance

ADEQ re gula te s  the  Compa ny's  Wa te r S ys te m unde r ADEQ P ublic Wa te r S ys te m ("P WS ")
#15-029. The  ADEQ da ta  base  does  not show tha t the  required 2005, 2006 annua l Dis infection
Byproducts  a na lys is  ha ve  be e n done  for Ke a ton's  Wa te r S ys te m. The  Wa te r S ys te m ha s  one
tre a tme nt p la nt a nd is  re quire d to  provide  one  Tota l Triha lome tha ne s  ("TTHM") a nd one
Ha loa ce tic Acids  ("HAA5") a na lys e s  pe r ye a r but ha s  only provide d one  HAA5 a na lys is  for
2005 a nd none  for 2006. The re fore , ADEQ ca nnot de te rmine  if th is  s ys te m is  curre ntly
de live ring wa te r tha t me e ts  wa te r qua lity s ta nda rds  re quire d by Arizona  Adminis tra tive  Code ,
Title  18, and Chapter 4. (ADEQ report da ted September 20, 2007).

S ta ff re comme nds  de nia l of the  Ke a ton's  CC&N e xte ns ion a pplica tion until the  S ta ff re ce ive s
notice  tha t the  Company's  Wate r Sys tem is  in tota l compliance  with ADEQ regula tions .

Ce rtifica te  of Approva l to Cons truct

The  Compa ny ha s  not re ce ive d its  ADEQ Ce rtifica te  of Approva l to Cons truct ("ATC") for
cons truction of the  propose d wa te r fa cilitie s . S ta ff re comme nds  tha t if the  Commiss ion gra nts
the  CC&N, the  Company file  with Docke t Control, a s  a  compliance  item in this  docke t, a  copy of
the  ATCs for the  new subdivis ions  within 3 yea rs  of the  e ffective  da te  of the  orde r granting this
applica tion.

Arsenic

The  U.S . Environme nta l P ro te ction  Age ncy ("EP A") ha s  re duce d  the  a rs e n ic  ma ximum
conta mina nt le ve l ("MCL") in drinking wa te r from 50 microgra ms  pe r lite r ("pg/l") to long/l.
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Ke a ton re porte d the  a rs e nic conce ntra tions  a re  5.0 pg/l in its  e xis ting we lls . Ba s e d on the s e
arsenic concentra tions , the  exis ting system is  in compliance  with the  new arsenic MCL.

Arizona Department of Water Resources ("ADWR") Compliance

Compliance  Sta tus

Ke a ton is  not loca te d in  a ny ADWR Active  Ma na ge me nt Are a  ("AMA") a nd not s ubje ct to
AMA reporting and conse rva tion requirements .

Ana lvsis  of Adequa te  Water Supplv

S ta ff re comme nds  tha t if the  Commis s ion  gra n ts  the  CC&N, the  Compa ny docke t a s  a
complia nce  ite m in this  docke t within 3 ye a rs  of the  e ffe ctive  da te  of a n orde r gra nting this
a pplica tion, a  copy of the  Ana lys is  of Ade qua te  Wa te r S upply from ADWR for the  re que s te d
area.

Arizona Corporation Commission ("ACC") Compliance

According to  the  Utilitie s  Divis ion Complia nce  S e ction, the  Compa ny ha s  no outs ta nding
compliance  issues.

Curta ihne nt P la n Ta riff

A Curta ilme nt P la n Ta riff ("CP T") is  a n e ffe ctive  tool to a llow a  wa te r compa ny to ma na ge  its
resources during periods of shortages due to pump breakdowns, droughts, or other unforeseeable
events. S ince  the  Compa ny doe s  not ha ve  this  type  of ta riff; this  proce e ding provide s  a n
opportune  time  to prepare  and file  such a  ta riff.

S ta ff re c o mme n d s  th a t th e  Co mp a n y file  c u rta ilme n t ta riff in  th e  fo rm fo u n d  o n  th e
Commiss ion's  webs ite  a t http://www.azce .gov/divis ions /utilitie s /forms/Curta ilment~Szd.pdf This
ta riff sha ll be  docke ted a s  a  compliance  item in this  ca se  within 45 days  of the  e ffective  da te  of
an orde r in this  proceeding for review and ce rtifica tion by S ta ff.

Summary

Conclusions

The existing water system has adequate  production and storage capacity.A.

B. Ba se d on the  Compa ny's  a rse nic conce ntra tion, the  e xis ting wa te r sys te m is  in
compliance  with the  new a rsenic MCL.
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Ke a ton is  not loca te d in a ny ADWR Active  Ma na ge me nt Are a  a nd not subj e t to
AMA reporting and conse rva tion requirements .

Recommendations

S ta ff recommends  denia l of the  Kea ton's  CC&N extens ion applica tion until the S ta ff
re ce ive s  notice  tha t the  Compa ny's  Wa te r Sys te m is  in tota l complia nce  with ADEQ
regula tions .

2. S ta ff recommends  tha t if the  Commiss ion grants  the  CC&N, the  Company docke t a s  a
complia nce  ite m in  th is  docke t with in  3  ye a rs  of the  e ffe ctive  da te  of a n  orde r
gra nting this  a pplica tion, a  copy of the  Ana lys is  of Ade qua te  Wa te r S upply from
ADWR for the  requested area .

3 . The  Compa ny ha s  no t re ce ive d  its  ADEQ Ce rtifica te  of Approva l to  Cons truct
("ATC") for cons truction of the  propos e d wa te r fa cilitie s . S ta ff re comme nds  tha t if
the  Commis s ion gra nts  the  CC&N, the  Compa ny file  with  Docke t Control, a s  a
compliance  item in this  docke t, a  copy of the  ATCs for the  new subdivis ions  within 3
years  of the  e ffective  da te  of the  order granting this  applica tion.

c.

1 .

4. Sta ff recommends tha t the  Company file  a  curta ilment ta riff in the  form found on the
Commiss ion's  webs ite at httpl.//www.azec.g0v/divisio/zs/L1rilizies[forms/Curia ilmefzt-
S fdpdf This  ta riff sha ll be  docke ted as  a  compliance  item in this  case  within 45 days
of the  e ffective  da te  of an order in this  proceeding for review and ce rtifica tion by
S ta ff
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1

4 MEMQBAEQQM.

TO : Blessmq Chukwu
Executive Consultant III
Ut\l\t\e~5 Division

FROM : Barb W6ll5
Informa'3on Technology Speclalust
Ut\l\t165 Dnvnslon

TI'iRU : Del SmithQP"
Enqmeermq Supervleor
Ut\l\tle5 Dlvlslon

DATE : May IO,  2007

RE : KEl\T0ll IIEVEIIIPMEIIT cumrnuv lnncm 110. w-uzwsn-01-nasal
nwlsin lEGal niscnlrrluu

The extenslon area orldlnally redueeted by Keaton has been revleed to include
additional area. The revleed legal deecrlbtnon hoe been docketed and blotted with no
combllcatlons. Thl5 legal deecrlbtnon 15 attached and should be used in place of the
orlqllnal deecr1bt\on 5ubm\tted with the apbllcatuon.

Also attached as a copy of the map for your flle5.

:\95W

Attachments

cc: Mr. Richard Sallqulst
Ms. Deb Person (Hand Cairned)
Fll6
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1 LEGAL D]8§CRIPTION

2 S UNS HINE ACRES

3

4

The  S outh 613.77 fe e t of the  North 913.77 fe e t of the
Northeast Quarter of Section 27, Township 5 North, Range
13 West of the G&SRB&M, La Paz, Arizona

5 SALOME HEIGHTS

6

7

PARCEL DESCRIPTION -
Thot parcel of land situated in the NE 1/4 of Section 27. Township 5
North, Range 1.3 West, Gila 8: Salt River Meridian, Lo Paz County, Arizona,
and being more particularly described as follows:

8

9

10

11

12

13

14

15

16

17

18

19

Commencing for reference at the Northeast corner of said Section 27;
Thence S0l05'59"E along the East line of said Section 27 o distance of
912.85 feet to a point on the centerline of Palm Boulevard, said point
also being the POINT OF BEclnnlnc; \
Thence N89'57'55"W along the centerline of said Palm Boulevard a
distance of 2135.18 feet to the beginning of a curve to the right, concave
to the Northeast, having a radius of 300.00 feet and a central angle of
43.40'49'8
Thence Northwest along said curve an arc distance of 228.71 feet, said
arc also being the centerline of said Palm Boulevard,
Thence N46'17'06"W along the centerline of said Palm Boulevard a distance
of 47.20 feet to the intersection of Palm Boulevard and Mesquite Avenue;
Thence S43°42'54"W along the centerline of said Mesquite Avenue a
distance of 299.90 feet to the beginning of a curve to the left, concave
to the Southeast, with a radius of 300.00 feet and a central angle of
43.37'15";
Thence Southwest along said curve an arc distance of 228.40 feet, said
arc also being the centerline of said Mesquite Avenue,
Thence S0'05'39"W along the centerline of said Mesquite Avenue a distance
of 265.87 feet to the intersection of Mesquite Avenue and Cactus Street;
Thence S89'57'55"E along the centerline of said Cactus Street a distance
of 2668.28 feet to a point on the East line of said Section 27;
Thence N0°05'59"W along the East line of said Section 27 a distance of
574.00 feet to the POINT OF BEGINNING.
Containing 37.05 acres, more or less.

20

21

22

23

53001.00000.170
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REVISED EXHIBIT B


